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Foreword  
The 2019 Budget addresses immediate risks to the economy and the public finances, and outlines 
measures to build the capacity of the state and renew economic growth.   

South Africa continues to confront a challenging economic environment in which global growth is 
slowing and trade tensions are mounting. The medium-term economic outlook has been revised 
down and tax revenues have significantly underperformed. In recent months it has become clear 
that Eskom requires urgent financial support and operational reforms.  

To tackle the Eskom risk, government is restructuring the electricity sector. Relative to the 
2018 Medium Term Budget Policy Statement (MTBPS), departments’ budget baselines have been 
reduced by R50.3 billion, with roughly half of this amount relating to compensation. These 
reductions are offset by provisional allocations of R75.3 billion over the next three years, mainly for 
Eskom’s reconfiguration. As a result, the expenditure ceiling is increased by R16 billion over the next 
three years. 

Government remains committed to managing the budget deficit and containing public debt at 
sustainable levels. Changes to the medium-term expenditure framework result in the main budget 
deficit widening to 4.7 per cent of GDP in 2019/20 and then narrowing to 4.3 per cent of GDP by 
2021/22. As a percentage of GDP, gross loan debt increases over the next three years and stabilises 
at 60.2 per cent in 2023/24, which is marginally above the 2018 MTBPS estimates.  

Economic growth is projected to improve moderately from 1.5 per cent in 2019 to 2.1 per cent in 
2021. In the longer term, the country requires higher and more inclusive growth to address 
unemployment and poverty. Government has begun implementing growth-enhancing reforms in 
line with the President’s economic stimulus and recovery plan. Additional steps to strengthen policy 
certainty, improve the effectiveness of infrastructure spending and rebuild public institutions will 
encourage private-sector investment and bolster confidence.  

Despite new spending pressures and reductions, the Budget remains strongly redistributive. About 
68 per cent of consolidated expenditure goes towards social commitments, including education, 
health, social grants and basic services. These services and transfers, provided by all spheres of 
government, enable South Africans to access opportunities and live with dignity.  

Addressing the challenges we face, and accelerating reforms to encourage economic growth, will 
require difficult adjustments. In the past year, signs of a durable social compact between 
government, business and labour have emerged. This compact will be essential to addressing our 
challenges in a fair and fiscally responsible manner. 

I would like to thank Cabinet, the Minister and Deputy Minister of Finance, Parliament’s Portfolio 
Committee on Finance, the Standing Committee on Appropriations, the Technical Committee on 
Finance, the Ministers’ Committee on the Budget, the Budget Council and my colleagues across 
government for their contributions to the Budget. I appreciate the hard work of the National 
Treasury team in preparing this Budget in line with our constitutional responsibilities. 

Dondo Mogajane 
Director-General: National Treasury 
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